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Maoody's: Frontler's fatmgs on review for possible upgrade Venzon N, North and WV on review for
possible downgrade

New York, May 13, 2009 - Moody's Invéstors Service has placed the debt ratings of Frontier
Communications Corporation Frontiar’) on review for possible upgrade, following the announcement that it
plans to merge with a company te be spun out of Varizon Communications' rortherm and westem cperations
(VZ-Spinco} in 2 reverse Morris Trust transaction, valued at 38.8 billicn in cash and ‘stack, whare by Verizon
shareholders will own hetwesn B6% and 71% of the post-marger entity, However, Mocxﬁys believes the
change of control provisions in Frontier's debt are undkely to be triggered and Moody's sxpacis the existing
Fromtier debt to stay in plage

Ag part of the transaction, VZ-Spinco wil issue approximately 33 hillion of new debt, while it is anticipated
that 52506 milion of'exisﬁng debt at the Verizon entities to be acquired will remnain In place post-merger,
although the amount may be up to 5425 million, depanding on the final timing of the mergar closing. As a
result Moody's has alse placed the A3 senior unsecured debt ralings of Verizon - Northwest, North, and Wast
Virginia on review for 2 possible downgrade, as it is unfikely that the post-mergsr entity will be rated at that.
level,
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Frontier expects (o generate significani expense savings from the merger, Initially eslimated at about 3500

. ifior: annually, Nen-recurring integration costs will likely be In the $200 milion range, while the company is
iely o ramp up capital expenditures during the first years of mtegratmn in order to increase VZ-Spinco
properiies’ high-speed data addressability. Frontier's current high speed data availability is approximataly
80%. The merger will produce. a company with cperations In 27 states serving over 7 million access fines.
The increase in scale is expesled to bolster Frontler's overall competitive position and increase operational
and capital efficiencies, especially those related 1o network modernization and new product development.
However, the challengs to Frontier of integrating & company morz than bwice it aize fs substantial andg will be
an additional and significan focus of Moody's review of the ratings.

Frontier believes that the oparating systerns transition in this situation will be saster than in some recent
Verizon assel saies, as only the West Virginid dperations, which represent about 13% of the VZ2-Spinco lines,
will require & systems conversion gt closing. For the remaining lines, VZ-Spinco will be operating under
independant managemant and operating systams’ prior to the merger affectivensass and will not require a
timed cutover, which is expected to materially recuce the transition issues that other carrers have
axperigncad

The ransaction is expeciad 1o result in significant delevaraging at Frontier, Teading 1o 2 potentially improved
eredit profile. The combingd pro Torma 2008 DebVEBITDA would be 2.6x, while its dividend wolld be cutby
28% dise 10 a 50.25 annusl per share dividend reduction effective after closing of the Iransaction. Frontier
has stated its intent to aciuev& Investment grade financial metrics following the maerger. Moody's will assess
maﬂagemem s commitrnent and ability to-maintain an investment grade credit profile for the combined
company in liaht of the intense competitive challenges confronting the sector and the resy t;r;g Prassuras o
acﬁneve the targeted cost savings.

Befors the Iransaction can close, numerous regulatory apgrovais, including those of several state Public
Utitity Commissions, arg recuirad. Conditions that may be-imposad by some of these states’ regquiatory
althoties could have a material impact on the combined entifies’ future operating performance and financial
profile, In addition, the Obama administration and Federgl Commumication Commission could potentially put
forth comprehensive reforms of iercatfier sompensation and universal service riles. Changes 10 the currend
structurs of Hese and other ragulatory frameworks could also have an impact on the combined company's
fulure aperating and financial performance and witt alse be a focus of Moody's review.

Mocdy's most recant rating action for Frontier was on Spril 3, 2008, at which time Meody's assigned a Ba?
rating io e company's new nols issuance, S

Mooegy's most recent.rating action for Verizon - Northwest, North, and West Virginia Frontier was on Colober
28, 2008, at which time Moody's confirmed the issuers’ A3 semm’ unsécurad rating and piaced a negative
cutiook on the debt ratings.

The principat methedoiogy used in rating Frontier and Verizon - was Moody's Global Telecommunications
Industry rating methodotogy, which can be found atwyew, moodys.com in the Credit Polcy & Methodologies
directory, in ihe Ratings Methodologies sub-tirectory {Decamber 2007, document #1068483). Other

- methodologies and factors that may have been considerad in the process of rating these issuers can also be’
found in the Credit Policy & Methodologies directory.

Pro-forma for e ransaction, Frontiar, headquarterad in Stamford, CT, will becomae the fifth largest wirelina
telecommunications company in the US, serving over 7 milion accass lines in primarily rural areas and small-
and medium-sized ¢ tnes Varizon Communications is headqUartered in Basking Ridge, NJ.
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MiS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DERT OR DERT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
N THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT ADDRESS ANY DTHER RISK, INCLUDING BUT
-NOT LIMITED TO: LIQUIDITY RISK, MARKET YALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT, CREDIT RATINGS D0 NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS 7O
PURCHASE, BELL, UR HOLD PARTICULAR SECURITIES. CREDMT RATINGS DO NOT COMMENT ON THE
SUITARILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AMD UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS QWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS LUNDER CONSIDERATION FOR PURCHASE, HOLDING,
OR SALE:
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